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March 5, 2003

PaulMargie
Legal Adviserto CommissionerMichael Copps
FederalCommunicationsCommission
~ 12~Street,SW,
Washington,DC 20554

Re: AT&T EmergencyPetition for SettlementsStopPayment Order,
LB DocketNo. 03-38.

DearMr. Margie:

This letter respondsto the letter datedMarch 3, 2003 from the PhilippineLong
Distance Telephone Company (“PLDT”) contending that it may legitimately increase
termination ratesto U.S. carriersby 50 percent -- from 8 centsto 12 cents -- becausethe
increasedratewould still be “well underworld trends,by any fair measure.”(PLDT Letterat 2.)

PLDT contendsthat a 12-centterminationratein thePhilippineswould be lower
thanAT&T’s terminationrates in any othercountry classifiedas “lower middle income” under
the BenchmarksOrder. However, PLDT fails to distinguishAT&T’s rates under 3 centsto
Australia,Malaysia,NewZealandand Singapore,and under4 centsto HongKong, Japan,South
Koreaand Taiwan,all in the Asia-Pacificregion,on the groundsthat thesecountrieswereplaced
in different development categoriesunder the BenchmarksOrder. Becauseof improved
technology,termination costsin all countrieshavebeengreatly reducedsince the benchmarks
were establishedin 1997basedon retail tariff datathat is now 7-8 yearsout ofdate.

In any event,AT&T hasterminationrateslower thanPLDT’sformer8-centrate
in a number of countriesclassified at or below the “lower middle income” level under the
BenchmarksOrder. AT&T hastermination ratesbelow 8 centswith the DominicanRepublic,
Indonesia,Poland, Russia, the Slovak Republic and Venezuela,all of which are classified as
“lower middle income” countriesunderthe BenchmarksOrder. Additionally, AT&T terminates
substantialtraffic volumesat lessthan 8 centsin China, which a “low income” country. AT&T
also hastermination ratesunder8 centswith Malawi, another“low income” country, and with
Zambia,which is in thevery lowestdevelopmentcategory(“teledensitylessthanone”).
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Even if the factswere asPLDT contends,andits increasedratewasbelow those
ofall other lowermiddle incomecountries,which it is not, therewould be nojustification for the
50 percentincreasePLDT seeksto obtainthroughits continuingillegal whipsawofAT&T. The
8-centratewasfreely negotiatedby AT&T and PLDT in July 2000and hasbeenreconfirmedin
no fewer thannine rateagreementsbetweenthepartiessincethen. Notablyabsentfrom PLDT’ s
letter and its other filings in this proceedingis any showing that this rate increaseis now
necessaryto meetincreasedterminationcostsfor U.S. traffic -- the only justification recognized
by Commissionrules. (RegulationofInternationalAccountingRates,6 FCCRcd. 3552, ¶~1-3,
16 & n. 30 (1991)(encouragingthe reductionof foreign termination ratesto cost-basedlevels
andprohibiting all non-cost-basedincreases).)

Both U.S. consumersand the Philippine carriershavegreatly benefitedfrom the
lower terminationrateson this routethat haveresultedfrom the Commission’sbenchmarksand
internationalsettlementspolicies. As shownby AT&T’s filings in this proceeding,settlements
cost reductionshavebroughtevenlower pricesand a five-fold increasein U.S.-outboundtraffic
volumesto the Philippines that haspaid Philippine carriersover $1 billion a net settlements
paymentssince 1996. The Commissionshould take immediate action to stop the ongoing
whipsaw of AT&T by PLDT and the other Philippine carriersin retaliation againstAT&T’s
refusalto pay higher ratesthat would merely provide thesecarrierswith increasedabove-cost
subsidiesfrom U.S. consumers.
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